Renewable Portfolio Standards (RPS), that require that a minimum amount of energy come from renewable resources, have been one of the main policy instruments for encouraging renewable energy investment in the United States. By several accounts, these policies have been found to be effective in promoting wind and solar power generation. However, an analysis of the effect that these policies have had on hydropower investment is missing from the literature.
A major methodological problem in working with data from the entire continental United States is accounting for the unobserved geographic variables that may bias the estimation. Geographic fixed effects could be used to control for this variation, and a variable indicating a plant's transmission system owner is available. However, the inclusion of these 230 fixed effects may lead to an overfitting of the data as well as absorbing of all the variation needed to estimate the policy effect of RPS. Instead, we have used a Bayesian multilevel model that allows us to model both the geographic diversity of our data as well as the policy effect of RPS, while avoiding overfitting.
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